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1.Executive Summary 
1.1. Background 

In January 2018, Leucadia Wastewater District (District) engaged Raftelis Financial Consultants, Inc. 
(Raftelis) to develop a Financial Plan Study (Study) for the District’s wastewater enterprise and to review 
the financial health of the recycled water enterprise for fiscal years (FY) 2019 to 2038. The District utilizes 
a long-term financial planning process to project future financial conditions, provide guidance in the 
decision-making process, and ultimately to ensure the financial stability of the District. The District 
typically performs major financial plan updates every five years and minor updates based on actual 
financials on an annual basis. Performing annual updates ensures the District is aware of any major 
deviations from projections and allows the District to make any necessary adjustments in a timely manner.  

1.2. Process 
Raftelis worked closely with District staff on an ongoing basis via scheduled in-person meetings, 
workshops, and webinars. During the kick-off meeting, the major drivers for the study were determined 
and key information was reviewed and discussed. Raftelis used the knowledge gained during the kick-off 
meeting in conjunction with historical financial information, economic and demographic characteristics, 
industry standards, engineering planning documents (such as the Asset Management Plan), cost-sharing 
based on the District’s ownership in Encina, and assumptions defined by District Staff to develop a long-
term financial plan.  

Raftelis hosted a financial plan workshop with District staff to present the preliminary results of the 
financial plan, receive feedback from District Management, and determine the scenarios to present to the 
Board. During the staff workshop key inputs, assumptions, revenues, and expenditures were reviewed. In 
addition, capital improvement scenarios, debt funding scenarios, and revenue adjustment options were 
evaluated. Working collaboratively with District Management, Raftelis refined the financial plan model 
and presented two scenarios to the District Board. Raftelis incorporated feedback on policies and objectives 
from the District Board and developed a financial plan to meet the following criteria: 

• Continue with the current rate pattern of 3 years of increases followed by 3 years of no increases 
• Positive net operating cash income each FY of the planning period 
• Fully fund capital projects through Pay-As-You-Go (PAYGO) or cash on hand  
• Establish and meet reserves targets through the majority of the study period 

This Financial Plan Study Report (Report) includes a twenty-year financial plan, incorporates the capital 
improvement plan, examines reserves in both the short-term and the long-term planning horizon, proposes 
wastewater rate adjustments for the Study Period of FY 2019 to FY 2023, and projects wastewater revenue 
adjustments for the remaining years of the planning period (FY 2024 – FY 2038). The major objectives of 
the study include the following: 

• Develop a financial plan for the wastewater enterprise to maintain the strong financial health of 
the enterprise 

• Incorporate the recently completed Asset Management Plan Update and near term projected 
capital expenditures  

• Evaluate the impacts of issuing debt to fund capital expenditures 
• Review the financial position of the recycled water enterprise 
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• Develop sound and sufficient reserve fund targets 

1.3. Results and Recommendations 
The District is currently in a strong financial position, has healthy reserves, and the current wastewater rate 
of $28.64 per month is well below the County average of $48.97 per month. Based on the strong financial 
position, the District will be able to fund planned wastewater capital projects and maintain healthy reserves 
with reasonable revenue adjustments.  
 
Table 1-1 shows the proposed monthly service charge per EDU through FY 2023 based on the proposed 
revenue adjustments. Although the table shows proposed revenue adjustments for FY 2021 through FY 
2023, the District will review and confirm the needed revenue adjustments on an annual basis. 
Additionally, the proposed revenue adjustments are intended to ensure that the District maintains their 
strong financial position moving forward. All rates are rounded up to the nearest penny. 
 

Table 1-1: Proposed Monthly Service Charge ($ / EDU) 

 FY 2018 Proposed 
FY 2019 

Proposed 
FY 2020 

Proposed 
FY 2021 

Proposed 
FY 2022 

Proposed 
FY 2023 

Revenue Adjustment  0% 0% 10% 10% 10% 

Monthly Service Charge per EDU $28.64 $28.64 $28.64 $31.50 $34.65 $38.12 

Yearly Service Charge per EDU $343.68 $343.68 $343.68 $378.05 $415.85 $457.44 

 
Overall, the proposed financial plan for the wastewater system aims to strike a balance between ensuring a 
strong financial position and, to the extent possible, minimizing rate increases to its customers through a 
multi-year measured approach. As shown in Table 1-1, it is recommended that the District maintains its 
current approach of three years of rate adjustments followed by three years of no rate adjustments. 
Additionally, Raftelis recommends fully funding capital projects through PAYGO. 
 
The following figures illustrate the proposed wastewater financial plan over the planning period. The 
proposed financial plan assumes 7% revenue adjustments in FY 2027 through FY 2029 and 6% revenue 
adjustments in FY 2033 through FY 2035. Figure 1 illustrates the operating position of the wastewater 
enterprise, where expenses and net cashflow are shown by stacked bars and the total revenues at both 
current rates and proposed rates are shown by the horizontal trend lines. Figure 2 summarizes the projected 
CIP and its funding sources (100% PAYGO). Figure 3 displays the ending total reserve balance for the 
wastewater enterprise, inclusive of operating, capital, and emergency funds. The horizontal trend line 
indicates the target reserve balance and the bars indicate projected ending reserve balance. No new debt is 
proposed to be issued as part of the proposed 20-year financial plan. Figure 4 shows the projected monthly 
service charge per EDU based on the recommended revenue adjustments in the financial plan. The 2018 
San Diego County wastewater average rate per EDU of $48.97 is also shown in this figure as an orange 
line on the graph. This median figure was provided by the District from their recent Sewer Rate Survey of 
Cities and Special Districts in San Diego County and indicates that even with the proposed and 
recommended revenue adjustments, the District’s rates will remain below the County average at least until 
FY 2033 and likely beyond as other agencies increase their rates.  
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Figure 1: Operating Financial Position with Proposed Revenue Adjustments 

 
 
 

Figure 2: Proposed Wastewater Capital Improvement Plan and Funding Source 
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Figure 3: Projected Ending Wastewater Reserves at Projected Rates 

 

 
Figure 4: Projected Wastewater Monthly Service Charge per EDU 
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